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OATH 08 AFFmMATION

L _bh bioiman swear (or affirm) that to the best of

my knowledge and belief the accompanying financial satemen and supporting schedules pertaining to the firm of
First Southern Securities LLC as

of December 31 . 20 9 , are true and correct. I further swear (or affirm) that

neither the company nor any partner proprietor. principai officer or director has any proprietary interest n any account

classified solely as that of a customer. except as folous:

C L Ch ef Op Officer
Title

Notary Publ c

Th report * contains (check all applicable boxest

a) Facing Page.
b) Statemert of Financial Condition.
ei Statement of income (Loss) or, if there is o cor ebens oc in the periodts) presented. a Statement

of Comprehensite income his defined in 11-02 dat -X).

6 d) Statemert of Chunges in Financial Condi(e) Statemer.t of Changes in Stockholdi. Equi artners r Scie Proprietors' Capital.

[] (f) Statement of Changes m Liabilities St inat i Cl a of Creditors.
(g) Conipulation of Nel Canilai.

th) Compuunion for L)etermina 1 of Reserve uiren ents Pursuant to Rule 15c3-3.
ii) information Relating to the Pt ssion or Col of Requirements Under Rule 15c34

(j) A Reconelianon, inc opr , te evph ion ofthe Computation of Net Capital Linder Rule 15c3-1 and the

Computation for D mina. 1 of t e Requirements Under Exhibit A of Rule 15c3-3,

[] (k) A Reconciliatio 'tween t audited and unaudited Simemems of Financiaí Condition with respect to methods of
consohdation.

BJilì An Oath or Affirmat m) A copy of the SIPC Su nental Report.

[] in) A report Jescribing any me al inadequacies found to exist or found to have existed since the date ofthe previous audit

** For conditions of Con||Nential treatment of certain part:ana <p tiris |ZIit;g see section 2 Hi¡70-3/c)(3).
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IEEEE
REPORTOF INDEPENDENT REGISTEREDPUBUC ACCOUNTING FiftM

To the Management of
First Southern Securities, LLC

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of First Southern Securities, LLC (the "Company") as of
December 31, 2019, and the related notes (collectively referred to as the "financial statement"). In our opiníon, the financial

statement presents fairly, in all matenal respects, the financial position of the Company as of December 31, 2019, in conformity

with accounting principles generally accepted in the United States of America

Basis for Opinion
This financial statement is the resoonsibility of the Company's management. O sponsibility is to express an opinion on the

Company's financial statement based on our audit. We are a public accoun g firm regist with the Public Company
Accounting Oversight Board (United States) ("PCAOB") and are required to be ependent wi respect to the company in
accordance with the U.S. federal securities laws and the applicabie an ulations e Secunties and Exchange
Commission and the PCAOB.

We conducted our audit in accordance with the standards of e PCAOB.T,ose s rds require that we plan and perform the

audit to obtain reasonable assurance about whether the fina statement is fre material misstatement, whether due to

error or fraud. The Company is not required to have, nor were we ed to perf ,an audit of its internal control over financial

reporting. As part of our audit we are required to ob derst - g of nal control over financial reporting but not for

the purpose of expressing an opinion on the effect ess of mp rnal control over financial reporting. Accordingly,
we express no such opinion.

Our audit included performing procedures -ess sks of . rial misstatement of the financial statement, whether due

to error or fraud, and performing procedures esp a * e risks. Such procedures included examining, or a test basis,

evidence regarding the amounts a d disclosures ve fin statement. Our audit also included evaluating the accounting

principles used and significant est s made by r, gement, as well as evaluating the overall presentation of the financial
statement. We believe that ou· udit ides a reas ble basis for our opinion.

We have served as the Cor 's auditor since 2015.

Chicago, Illinois

February 24, 2020

FGMK, tic ns w wacker Drive.6th noor 280t takesde Dave, 3rd Floor

fgrnk.com Chicago, k 60606 Bannockburn, il 60015
3DJUSA300 34/374.0600



FIRST SOUTHERN SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31,2019

ASSETS

Cash and cash equivalents S 328,008
Receivable from clearing broker 67;259
Deposit with clearing broker 1,330,617
Securities owned, at fair value 568,159

Due from related parties 23,129
Furniture, equipment and leasehold improvements, net of accun e epreciation

amortization of $175,192 57,379

Right-of-use asset 206,156
Other assets 332947

Total Assets 2 ig4

LIABILITIES - MEG RS' IITY

LIABILfflES

Due to clearing broker $ 637,533
Due to related parties 15,000
Accounts payable and accrued ex es 172,729
Lease liability _____230,972

Total Liabir __lM6223_4

MEMBERS' E TY

Total Membe quity L558,420

Total Liabilities and Mem ers' Equiíy $_2&½‡154

The accompanying notes are an integral part of this financial statement.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT

December 31, 2019

NOTE A - DESCRIPTION OF BUSINESS

Organization and Description of Business: First Southern Securities LLC. ("the Company") is a
registered broker dealer that began business in 2010. The Company is registered with the
Securities and Exchange Commission ("SEC"), the Financial Industry Regulatory Authority and
the securities commissions of appropriate states.

The Company's business is retail brokerage of marketable sec ' - for customers located
throughout the United States. The Company operates from offic ca d in Alpharetta, Georgia.

The Company operates under the provisions of paragraph (k)(.2) of Rule 15 3 of the Securities

Exchange Act of 1934 and, accordingh, is exempt from t mma provis' s of that rule. The
requirements of paragraph (k)(2)(ii) provide that the Comt - cle, actions on behalf of
customers on a fully disclosed basis with a clearing broker- . ,r. 1e clearing broker-dealer
carries all of the accounts of the customers at maintains anc serves all related books and

records as are customarily kept by a clearing brok ealer.

NOTE B - SUMMARY OF SIGNIF NT T LICIES

A summary of the Company's sig ant <. unt olicies are as follows:

Accountine policies: The npany foi . s get erally accepted accounting principles("GAAP"),
as established by the =van ecounti Standards Board (the "FASB") to ensure consistent
reporting of financ ion, uits operations, and cash flows.

Cash and Cash vale . The Company considers all cash and money market instrurnents with

a maturity of nine · or less to be cash and cash equivalents.

The Company maintains demand deposits in high credit quality financial institutions. Balances
at times may exceed federally insured limits.

Furniture, Equipment and Leasehold Improvements: Property and equipment are recorded at cost.
Depreciation is provided by use of straighl-line methods over the estimated usefoi lives of the

respective assets. Maintenance and repairs are charged to expense as incurred; major renewals
and bcuerments are capitalired. When items of property or equipment are sold or retired, the

related cost and accumulated depreciation are removed from the accounts and any gain or loss is

included in the results of operations.

Incomelaxes; The Company has elected to be taxed as an S corporation whereby the income or
losses of the Company flow through to its members and no income taxes are recorded in the

accompanying financial statements.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT

December 31, 2019

NOTE B -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES(CONTINUED)

Use of Estimates: Management uses estimates and assumptions in preparing financial statements
in accordance with GAAP. Those estimates and assumptions affect the reported amounts of assels
and liabilities, and disclosures of comingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expense during the reporting period. Actual
results could vary from the estimates that were assumed in preparing the financial statements.

Securities Transactions: Principal transactions and related reve « an expenses are recorded at
fair value on a trade-date basis (as if they had sented). Profit loss arisi from all securities

transactions entered into for the account and risk of the Compa are record in trading revenue

in the statement of operations. Amounts receivable an vah ' r secur' s transactions that
have not reached their contractual settlement tiate are rec ed i ivable from clearing
broker on the statement of financial condition.

Rezenue noinDontigetsmith_Ciestouters

The Company follows Accounting S ards idific ASC") Topic 606 Revemie from
Comracts with Customers ("ASC To. 606 ven recognition guidance requires that an

entity recognize revenue to depi he of pr vised goods or services to customers in an
amount that reflects the considera to h 0 ntity expects to be entitled in exchange for
those goods or services. The guidance uire niity to follow a five step model to (a) identify
the contract(s) with a et ner, (b) it ify . ie performance obligations in the contract, (c)
determine the transacti i pr d) alloct the transaction price to the performance obligations in
the contract, and ( 'ze snue en (or as) the entity satisfies a performance obligation,
in determining i ansac n prie - niity may include variable consideration only to the extent

that it is probab . at a ificant reversal in the amount of cumulative revenue recognized would
not occur when th laimy associated with the variable consideration is resolved,

The recognition and m rement of revenue is based on the assessment of individual contract
terms. Significant judgement is required to determine whether performance obligations are
satisfied at a point in time or over time; how to allocate transaction prices where multiple
performance obligations are identified: when to recognize revenue based on the appropriate
measure of the Company's progress under the contract: and whether constraints on variable
consideration should be applied due to uncertain future events.

Services within the scope of ASC 606 include,

Trading, Commissions and Fees (Gross):

The Company earns brokerage fees from its contracts with brokerage customers to transact on their
account. Fees are transaction based. including trade execution services, and are recognized at the



FIRST SOUTTIERN SECURITIES, LLC
NOTES TO FtNANCIAL STATEMENT

December 31,2019

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

point in time that the transaction is executed (i.e.the trade date). This inciudes riskless principal
(government and corporate bonds) transactions in which the Company receives a buy order from
a customer and the Company purchases the security from another person or entity to offset the sale
to the customer. Company buys the bond at a lower price than it sells it. The riskless principal
revenue is earned at the time the transaction is executed. Mutual Funds or pooled investment

vehicles (collectively. "funds") have entered into agreements with th' pany to distribute sell its
shares to investors. Fees are paid up front and over time (12b-1 fee i 11 basis of a contractual rate

applied to the monthly or quarterly market value of the fund (tir s, net asse due ["NAV"J), the
fund may also pay, upon investor exit from the fund (that is, 'ontingem erred sales charge
["CDSC"]), or as a combination thereof. Revenue is recog 'd m ly as ser es are provided.

Underwriting Commissions:

These services include agreements to provide advt 'services te eu, tomersfor which they charge
the customers fees. The Company provid" 'sory vices/ oorate finance activity including
mergers and acquisitions, reorganizatio ende ers,. - ed buyouts, fundraising activity and
the pricing of securities to be issued.

Accounts Receivable: The Compi ec es nues as they are eamed. Any revenues not

received at the time they are consi to ent unconditional rights to consideration, are
recorded as a receivable.

Jtecentantin> - a ts; February 2016, FASB issued Accounting Standards
Update ("ASU" 016-0 Leas.. opic 842). FASB issued ASU 20l6-02 to increase

transparency a om oility among organizations by recognizing lease assets and lease
liabilities on the h veet and disclosing key information about leasing arrangements. Certain

qualitative and quan ve disclosures are required, as well as a retrospective recognition and
measurement of impacte 'ases, Management adopted this standard effective January 1, 2019.

NOTE C- NET CAPITAL

The Company. as a registered broker dealer is subject to the SEC Uniform Net Capital Rule (Rule
1503-1), which acquiter, the owintenance of minimum net capital and requires that the ratio of

aggregate indebtedness to net capitaL both as defined. snall not exceed 15 to 1. At December 31,
2019, the Company had net capital of $1,007,476, which was $907,476 in excess of its required
nei capital of $100,000 and its ratio of aggregate indebtedness to net capital was 0:01 to 1A



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAI STATEMENT

December 31,2019

NOTE D - LEASES

The Company recognizes and measures its leases in accordance with FASB ASC 842. Leases. The
Company is a lessee in a non-cancelable operating lease, for office space. The Company
determines if an arrangement is a lease, or contains a lease, at inception of a contract and when the

terms of an existing contract are changed. The Company recognizes a lease liability and a right-

of-use (ROU) asset at the commencement date of the lease.The lease liability is initially and
subsequently recognized based on the present value of its fut use payments. Variable
paymems are included in the future lease payments when those la payments depend on an
index or rate. The discount rate is the implicit rate if it is rea determir e or otherwise the

Company uses its incrememal borrowing rate. The Company ht ietermined at the implicit rate
of our leases is not readily determinable and accordingly . - us r incre tal borrowing rate
based on the information available at the commencemen. <te . ,es. The Company's

incremental borrowing rate for a lease is the rate of interest it w i have to pay on acollateralized
basis to borrow an amount equal to the lease a vments unde illar terms and in a similar
economic environment. The ROU asset is subseq y measure t i oughout the lease term at the
amount of the remeasured lease liability 'sen te of remaining lease payments), plus

any impairment recognized. Lease co r lea ym recognized on a straight-line basis
over the lease term.

The Company has elected, for all vrly 'las of assets. to not recognize ROU assets and
lease liabilities for shon-term lease at a lease term of 12 months or less at lease

commencement, and do iclude an e on te purchase the underlying asset that the Company

is reasonably cenain 10 -xe . We rec nize lease cost associated with short-term leases on a

straight-line basis ase n.

The Company's ses e t include termination options for either party to the lease or restrictive
financial or covent ayments due undet the lease comracts include fixed payments plus, for
many of the Compan eases, variable payments. The Company's office space leases require it
to make variable payme "or the Company's proportionate share ofthe building's property taxes,
insurance, and common area maintenance. These variable leasepayments are not included in lease

payments used to determine lease liability and are recognized as variable costs when incurred.

The components of lease cost for the year ended December 31, 2019 are as folows:

Announts reported in the consolidated balance sheet as of December 31, 2019 were as follows:

Operating leases:
Operating lease ROU assets $206,156
Operating lease liabilities 230,972



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT

December 31,2019

NOTE D--LEASES(CONTINUED)

Other information related to leases as of December 31, 2019 was as follows:

Supplemental cash flow information:
Cash paid for amount included in the measurement of lease liabilities:

Operating cash flow from operating leases $ 68,754

ROU assets obtained in exchange for lease obligations:

Operating leases $256.90

Weighted average remaining lease term:

Operating leases

Weighted average discount rate:
Operating leases .0 %

Amounts disclosed for ROU assels 01 ed i ,"hat, ' ease obligations and reductions to
ROU assets resulting from reductio o le . . tiot mclude amounts added to or reduced
from the carrying amount of U a esulti from new leases, lease modification or
reassessments.

Maturities of lease liabili under non cela ole operating leases as of December 31.2019 are
as follows:

2020 $70,831

2022 75,165
2023 38.139

Sub-total 257,103

Less imputed nt (26,131)
Total_ ___ 230,972

NOTE E - FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RESK

As a securities broker, the Company is engaged in buying and selling securities for a diverse group
of individuals and other entities. The Company 's transactions are collateralized and are executed
with and on behalf of its customers, including other brokers and dealers and other financial
institutions,



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT

December 31,2019

NOTE E - FINANCIAL INSTRUMENTS WlTH OFF-BALANCE SHEET CREDIT RISK

(CONTINUED)

The Company imroduces all customer transactions in securities traded on U.S.securities markets
to another firm on a fully disclosed basis. The agreement between the Company and its clearing
broker provides that the Company is obligated to assume any exposure related to non-performance
by customers or counter parties. The Company monitors clearance and settlement of all customer
transactions on a daily basis.

The Company's exposure to credit risk associated with the n -performai of customers and
counter parties in fulfilling their contractual obligations pursu to these se rities transactions
can be directly impacted by volatile trading roarkets whi ay air the - omer's or counter

party's ability to satisfy their obligations to the Company. the on-performance the

Company may be required to purchase or sell financial instrur s at unfavorable market prices
resulting in a loss to the Company. The C( any does not "cipate non-performance by
customers and counter parties in the above situan

in the normal course of business, th omp v's e activities involve the execution,

settlement, and financing of various e -mer i s tre sactions. These activities may expose
the Company to off-balance-shee sk i rent th ustomer or other broker is unable to fulfill
its contracted obligations and the ' mp, has purchase or sell the financial instrument

underlying the contract at a loss.

NOTE F- FAIR VAL E'( SSETS 3 LIAßllJTIES

FASB ASC 82' efines ir va. , -stablishes a framework for measuring fair value. and

establishes a fai ue i archy.which prioritizes the inputs to valuation techniques. Fair value
is the price that w .e received to sell an asset or paid to transfer a liability in an orderly
transaction between ket participants at the measuremem date, A fair value measuremem
assumes that the transac to sell the asset or transfer the liability occurs in the principal market

for the assel or liability or, in the absence of a principal market the most advantageous market.

Valuation techniques that are consistent with the market, income or cost approach, as specified by
FASB ASC 820, are used to measure fair value.

The fair value hierarchy priositirca the inputs to valuation techniques used to nica.sure fair value

into three broad levels:

• Level I inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities the Company has the abilfty to access.

• Level 2 inputs are inputs (other than quoted prices included within level 1) that are
observable for the asset or liability. either direcd) or indirectly.



FIRST SOU THERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT

December 31,2019

NOTE F - FAIR VALUE OF ASSETS AND LIABILfflES (CONTINUED)

• Level 3 are unobservable inputs for the asset or liability and rely on management's own

assumptions about the assumptions that market participants would use in pricing the asset
or liability.

The availability of observable inputs can vary from instrumem to instrument and is affected by a

wide variety of factors, including, for example, the type of instr 'hether the instrument is
new and not yet established in the marketplace, the.liquidny of arkets, and other characteristics

particular to the instrument To the extent that valuation is bas on models inputs that are less
observable or unobservable in the market, the determinat' i of value req es more judgment.
Accordingly, the degree of judgment exercised in determit fai e is test for instruments

categorized in Level 3.

In certain cases, the inputs used to measure fair e a may fall into Terent levels of the fair value
hierarchy. In such cases. an instrument's wel w n the ni alue hierarchy is based on the

lowest level of input that is significant tr - value. mas vent. The Cornpany's assessmem
of the significance of a particular i to tl ' ' va ieasurement in its entirety requires
judgment, and considers factors speci e t nstr ent.

The following section describes t zalut a - niques used by the Company to measure
different financial instrun - as al fair s , an icludes the level within the fair value hierarchy

in which the financial inst . ,nt is categ 'zed,

The following ta ores s thi. sy's fair value hierarchy for those assets and liabilities
measured at fa , lue as December 31, 2019.

Total

December 31,

Assets:

Securities owned:

State and municipal government bonds $ 50059 $ $ 6M 9

Fair value of investments securities available for sale are determined by obtaining quoted prices
on nationally recognized securities exchanges when available. If quoted prices are not available,
fair value is determined using matrix pricing, which is a mathematical technique used widely in
the industry to value debi securities without relying exclusively on 4uoted prices for the specific
securities but rather by relying on the securities' relationship to other benchmark quoted securities.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT

December 31,2919

NOTE F - FAIR VALUE OF ASSETS AND LIABILiTIES (CONTINUED)

State and municipal govermnent obligations which include U.S.Governrnent securities and

Government-sponsored enterprises are stated al fair value based on third-party dealer quotes,
These financial instruments are classified in Level 2 of the fair value hierarchy.

The Company assesses the levels of the instrumems at each measurement date, and transfers
benveen levels are recognized on the actual date of the event or se in circumstances that

caused the transfer in accordance with the Company's accountim icy regarding the recognition
of transfers between levels of the fair value hierarchy. For th ear ended cember 31. 2019,
there were no transfers of securities between levels.

NOTE G - CLEARING BROKER AND CLEARANCE AG IENT

The Company has an agreement with a clearing 'er to exec e end clear, on a fully disclosed
basis, customer accounts of the Compan : acco ce w' his agreement, the Company is
required to maintain a deposit in ca .r se r es. .eposit with its clearing broker is
refundable but. subject to offsets, if a hen ' . any eases doing business with the clearing
broker. As of December 31, 201' ve c vith d clearing broker amounted to $1,330,617.

Amounts receivable from its clearing ani at December 31, 2019 consist of commissions

receivable and funds on d sit in variot ccou its, The receivable is considered fuly collectible
and no allowance is ret iiret

Amounts payab: . the ating r dealer at December 31, 2019 of $637,533 consists of

margin debt co aliz- y securities owned. The margin debt bears interest at the federal funds
rate (4.25% as of aer 3L 2019) plus 2.50E

NOTE H - CONTING: "TES

The Company is subject to litigation in the normal course of business. The Company luis no
litigation in progress at December 31. 2019.

NOTE I - INDEMNIDCATIONS

In the normal course of business. the Company emers into contracts that contain a variety of
representations and warranties that provide indemnifications under certain circumstances. The

Company's maximum exposure under gese arrangements is unknown, as this would involve

future claims that may be made against the Company that have not yet occurred. The Company
expects the risk of future obligation un<icr thesè indesnifications to be remote.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FíNANCIAL STATEMENT

December 3L 2019

NOTE J - RELATED PARTIES

During 2016. the members formed a limited liability company, First Southern LLC("FS LLC"), a
registered Broker-Dealer, pursuant to the laws of the Commonweahh of Puerto Rico. The
Company and FS LLC entered into a commission sharing agreement for services connected to the

Company's broker-dealer operations. Such services are with respect to the Company's investment
activities and assistance with market research and analysis with respect to prospective investments.

The agreemem's original term is one year and shall automatical tend for successive one-year
periods unless either party terminates with 90-days prior writt notice. Tl Company incurred
commission share expenses during 2019 totaling approximat $1,400,00 to FS LLC. The
outstanding payable as of December 31, 2019 was $1 0, a s inclu in Due to related
parties.

During 2009. the members formed Phoreys , tal Partners, '. ("Manager") and Phoreys
Opportunities L LLC (the "Fund"), both organize Jelaware i m ed Liability Companies. The
Company executes substantially all of unt ecuri transactions through accounts

maintained at the Company and its el og b ,r an dian, Hilltop Securities. Manager
serves as the manager of the Fund. Mar . . Fu pay reasonable expenses incurred in
the execution of securities transa' 08, ng ex. ises billed by the Company to the Manager
and the Fund. The outstanding rece ole a. De oer 3L 2019 was $1,494, is included in Due
from related parties, and arose from t ' rrar . t.

During 2017, the m a nbe , ormed E M. LLC, formerly named First Southern Asset

Management, LLC it e V of the State of Georgia. as an investment Advisor
company. The from lated arises frorn this relationship in setting up the firm as an
lovestment Ads . Tiv tstanding receivable as of December 31, 2019 was $2L63i

NOTE K - LINE O - EDIT

The Company had a line o credit agreement with a bank of $300,000, which expired February 21
2019. There were no borrowings against the line of credit at December 31, 2019. The members let
the line expire without renewal.

NOTE L - SUDSEQUENT EVENTS

The Company is selling its business lines to First Southern, LLC ("FS LLC").a related party. The
Company will maintain status as a broker dealer and .continue to operate, effective in 2020. The
Company will maintain its currem business lines with FINRA.

IlittslManumment s.Regiew· Subsequent events were evaluated through February 24, 2020,
the date which the financial statements were available to be issued.


